Report  Documentation  Page 

Form  Approved 

OMB  No.  0704-0188 

Public  reporting  burden  for  the  collection  of  information  is  estimated  to  average  1  hour  per  response,  including  the  time  for  reviewing  instructions,  searching  existing  data  sources,  gathering  and 
maintaining  the  data  needed,  and  completing  and  reviewing  the  collection  of  information.  Send  comments  regarding  this  burden  estimate  or  any  other  aspect  of  this  collection  of  information, 
including  suggestions  for  reducing  this  burden,  to  Washington  Headquarters  Services,  Directorate  for  Information  Operations  and  Reports,  1215  Jefferson  Davis  Highway,  Suite  1204,  Arlington 

VA  22202-4302.  Respondents  should  be  aware  that  notwithstanding  any  other  provision  of  law,  no  person  shall  be  subject  to  a  penalty  for  failing  to  comply  with  a  collection  of  information  if  it 
does  not  display  a  currently  valid  OMB  control  number. 

1 .  REPORT  DATE  2.  REPORT  TYPE 

2007  final 

3.  DATES  COVERED 

00-00-2007  to  00-00-2007 

4.  TITLE  AND  SUBTITLE 

5a.  CONTRACT  NUMBER 

Health  coverage  options  for  military  retirees 

5b.  GRANT  NUMBER 

5c.  PROGRAM  ELEMENT  NUMBER 

6.  AUTHOR(S) 

5d.  PROJECT  NUMBER 

Louis  Mariano;  Sheila  Kirby;  Christine  Eibner;  Scott  Naftel 

5e.  TASK  NUMBER 

5f.  WORK  UNIT  NUMBER 

7.  PERFORMING  ORGANIZATION  NAME(S)  AND  ADDRESS(ES) 

RAND  Corporation, 1776  Main  Street, Santa  Monica, CA, 90401-3208 

8.  PERFORMING  ORGANIZATION  REPORT 
NUMBER 

RAND/RB-9236-OSD 

9.  SPONSORING/MONITORING  AGENCY  NAME(S)  AND  ADDRESS(ES) 

10.  SPONSOR/MONITOR'S  ACRONYM(S) 

Captain  James  Malcom,  HQ  USAF/A8XP,  Room  4D1083, 1070  Air 
Force  Pentagon,  Washington,  DC,  20330-1070 

11.  SPONSOR/MONITOR'S  REPORT 

NUMBER(S) 

12.  DISTRIBUTION/AVAILABILITY  STATEMENT 

Approved  for  public  release;  distribution  unlimited 

13.  SUPPLEMENTARY  NOTES 

Online  access:  http://www.rand.org/pubs/research_briefs/RB9236/  Summarizes  RAND/M G-583-OSD: 
Civilian  health  insurance  options  of  military  retirees  :  findings  from  a  pilot  survey 

14.  ABSTRACT 

This  research  brief  summarizes  the  results  of  a  2006  pilot  survey  of  military  retirees,  providing 
information  on  retirees’  enrollment  in  civilian  health  care  plans  and  reliance  on  TRICARE,  the 

Department  of  Defense-sponsored  health  insurance. 

15.  SUBJECT  TERMS 

16.  SECURITY  CLASSIFICATION  OF:  17.  LIMITATION 

OF  ABSTRACT 

18.  NUMBER  19a.  NAME  OF  RESPONSIBLE 
OF  PAGES  PERSON 

a.  REPORT  b.  ABSTRACT  c.  THIS  PAGE  Same  OS 

unclassified  unclassified  unclassified  Report 

(SAR) 

2 

Standard  Form  298  (Rev.  8-98) 

Prescribed  by  ANSI  Std  Z39-18 


Research  Brief 


RAND 


NATIONAL  DEFENSE  RESEARCH  INSTITUTE 
and  RAND  HEALTH 


RAND  RESEARCH  AREAS 

THE  ARTS 
CHILD  POLICY 
CIVIL  JUSTICE 
EDUCATION 

ENERGY  AND  ENVIRONMENT 
HEALTH  AND  HEALTH  CARE 
INTERNATIONAL  AFFAIRS 
NATIONAL  SECURITY 
POPULATION  AND  AGING 
PUBLIC  SAFETY 

SCIENCE  AND  TECHNOLOGY 
SUBSTANCE  ABUSE 

TERRORISM  AND 
HOMELAND  SECURITY 

TRANSPORTATION  AND 
INFRASTRUCTURE 

WORKFORCE  AND  WORKPLACE 


This  product  is  part  of  the 
RAND  Corporation  research 
brief  series.  RAND  research 
briefs  present  policy-oriented 
summaries  of  published, 
peer-reviewed  documents. 


Corporate  Headquarters 

1776  Main  Street 

P.O.  Box  2138 

Santa  Monica,  California 

90407-2138 

TEL  310.393.0411 

FAX  310.393.4818 

©  RAND  2007 


www.rand.org 


Health  Coverage  Options  for  Military  Retirees 


The  U.S.  Department  of  Defense  (DoD)  has 
traditionally  provided  health  benefits  to 
active-duty  and  retired  service  personnel 
and  their  families.  Active-duty  personnel 
who  retire  after  20  years  or  more  of  service  are 
eligible  to  continue  to  receive  health  benefits  for 
themselves,  their  spouses,  and  dependent  chil¬ 
dren  through  TRICARE,  the  military  health 
care  plan.  Yet,  given  the  rising  cost  of  providing 
health  care  services,  DoD  may  need  to  con¬ 
sider  some  changes  in  benefit  design  to  control 
its  expenses  while  continuing  to  offer  retirees 
health  benefits.  One  option  under  consideration 
would  alter  the  structure  of  the  military  benefit 
to  encourage  more  retirees  who  establish  second 
careers  to  choose  their  employer  health  plans,  if 
available.  The  results  of  a  RAND  survey  offer 
some  insights  into  the  feasibility  of  this  option: 

•  Although  most  of  the  retirees  surveyed  have 
access  to  civilian  insurance,  only  half  of 
those  with  access  choose  to  avail  themselves 
of  it,  likely  because  of  the  growing  gap 
between  civilian  health  insurance  premiums 
and  TRICARE  enrollment  fees. 

•  Modest  increases  in  civilian  insurance  pre¬ 
miums  would  likely  lead  to  substantial  shifts 
to  TRICARE,  whereas  comparable  decreases 
in  civilian  premiums  would  not  encourage 
TRICARE  enrollees  to  switch  to  civilian 
plans. 

The  Current  Situation 

Since  TRICARE’s  inception  in  1996,  the  annual 
fee  for  retirees  enrolling  in  the  Prime  health 
maintenance  organization  option  has  remained 
fixed  at  $230  for  individual  coverage  and  $460 
for  family  coverage.  Retirees  who  choose  not  to 
enroll  may  use  TRICARE  Standard/Extra,  the 
preferred  provider  option,  which  has  no  enroll¬ 
ment  fee  but  offers  somewhat  less  generous  cost¬ 
sharing  provisions  than  TRICARE  Prime.  In 
comparison,  civilian  employer  health  insurance 
premiums  averaged  $2,713  for  family  coverage 


Key  findings: 

•  The  majority  of  military  retirees  under  age 
65  who  completed  a  recent  survey  have 
access  to  civilian  insurance. 

•  However,  only  half  of  those  with  access 
choose  to  avail  themselves  of  the  insurance, 
likely  because  of  the  growing  gap  between 
civilian  health  insurance  premiums  and 
TRICARE  (the  military  health  care  plan) 
enrollment  fees. 

•  Modest  increases  in  civilian  insurance 
premiums  would  likely  lead  to  substantial 
shifts  to  TRICARE,  whereas  comparable 
decreases  in  civilian  premiums  would  not 
encourage  TRICARE  enrollees  to  switch  to 
civilian  plans. 


in  2005.  The  large  and  growing  gap  between 
civilian  premiums  and  TRICARE  enrollment 
fees  makes  TRICARE  an  increasingly  attractive 
option. 

Because  service  personnel  may  accrue  20 
years  service  around  age  40,  many  have  second 
careers  after  retirement  and  may  be  eligible  to 
participate  in  civilian  health  plans  either  through 
their  own  post-military  employment  or  through 
a  spouse’s  employer.  At  the  request  of  the  Under 
Secretary  of  Defense  for  Personnel  and  Readi¬ 
ness,  RAND  researchers  undertook  the  2005 
Survey  of  Military  Retirees,  a  pilot  survey  of  retir¬ 
ees  under  age  65,  to  assess  their  eligibility  for  and 
use  of  civilian  health  insurance  as  well  as  their 
reliance  on  TRICARE. 

Who  We  Surveyed  and  What  We  Asked 

We  randomly  selected  a  sample  of  1,600  retired 
officers  and  enlisted  personnel  (800  officers  and 
800  enlisted)  who  were  under  age  65,  were  living 
in  the  continental  United  States,  and  had  been 


retired  for  at  least  one  year.  Our  computer- assisted  telephone 
survey  asked  about  the  employment  status  of  respondents 
and  their  spouses,  their  eligibility  for  and  participation  in 
civilian  health  insurance  options,  reasons  for  participation 
or  nonparticipation,  use  of  TRICARE  and  other  coverage 
to  pay  for  medical  care,  and  the  likely  effect  of  premium 
increases  or  decreases  on  participation  in  civilian  health 
insurance  plans  (if  eligible).  The  overall  response  rate  was 
60  percent. 

Findings 

Overall,  the  survey  found  that  about  80  percent  of  the 
survey  population  was  employed.  Most  military  retirees 
were  married  at  the  time  of  the  survey  and  living  with  their 
spouses.  Just  over  50  percent  of  retirees’  spouses  were  also 
employed.  In  total,  about  78  percent  of  the  survey  population 
had  access  to  civilian  insurance  through  their  own  or  their 
spouses’  employer  or  through  a  union  or  professional 
association. 

About  half  of  those  who  were  eligible  to  enroll  at  least 
one  family  member  in  a  civilian  health  plan  chose  not  to 
enroll.  Overall,  only  39  percent  of  the  population  had  at  least 
one  family  member  enrolled  in  such  a  plan.  An  additional 
3  percent  had  at  least  one  family  member  enrolled  in  civilian 
coverage  from  a  source  other  than  an  employer. 

The  high  cost  of  premiums  was  by  far  the  most  fre¬ 
quently  cited  reason  for  not  enrolling  in  a  civilian  plan — 
mentioned  by  close  to  80  percent  of  those  eligible  but  not 
enrolled — followed  by  high  co-payments  (58  percent)  and 
high  deductibles  (57  percent).  A  very  small  proportion  of 
those  eligible — 5  percent — reported  that  their  employer  had 
provided  an  incentive  not  to  use  the  civilian  plan. 

Of  the  42  percent  of  retirees  enrolled  in  civilian  plans, 
about  half  reported  that  they  would  give  up  their  civilian 
plan  if  the  premiums  rose  by  25  percent.  Thus,  health  plan 


enrollment  appears  to  be  very  responsive  to  price  increases. 
However,  only  about  20  percent  of  the  military  retirees  who 
were  eligible  for  other  health  insurance  but  had  not  enrolled 
reported  that  they  would  be  likely  to  enroll  if  premiums  were 
to  decline  by  25  percent. 

What  lies  behind  the  sharp  difference  in  the  responses 
to  questions  about  increases  versus  decreases  in  civilian-plan 
premiums?  Most  retirees  who  are  enrolled  in  a  civilian  plan 
are  paying  a  premium  contribution,  and  their  preference 
for  civilian  insurance  does  not  appear  to  be  strong  enough 
to  prevent  their  dropping  the  insurance  if  the  premium 
increases.  In  contrast,  retirees  who  have  not  enrolled  in  a 
civilian  plan  are  likely  avoiding  a  high  premium  contribution 
and  would  not  reconsider  their  decision  even  if  the  premiums 
were  to  decrease  substantially. 

Policy  Implications 

DoD’s  fiscal  year  2007  budget  request  proposed  raising 
TRICARE  enrollment  fees,  deductibles,  and  pharmacy  co¬ 
payments  for  retirees  in  an  effort  to  decrease  the  gap  between 
TRICARE  and  civilian  cost-sharing.  Congress  did  not  sup¬ 
port  these  changes.  The  results  of  this  study  suggest  that,  as 
long  as  DoD  premiums  are  considerably  lower  than  civilian 
premiums,  increases  in  TRICARE  premiums  are  unlikely  to 
result  in  noticeable  shifts  away  from  TRICARE  use.  Further, 
if  TRICARE  premiums  remain  unchanged  while  premiums 
in  the  civilian  sector  escalate,  TRICARE  use  is  likely  to 
increase. 

The  survey  we  fielded  provided  important  information. 
Nevertheless,  it  was  a  pilot  survey  with  a  small  sample  size.  A 
more  complete  understanding  of  choices  and  likely  behavior 
in  the  face  of  TRICARE  benefits  changes  would  require  a 
larger  survey  that  collects  more  detailed  data  from  retirees 
as  well  as  data  on  health  plan  choices  from  their  civilian 
employers.  ■ 
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